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JAPAN: KEY BCOMCMIC INDICATORS 
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(Value in USS million unless otherwise injicated) 


1982 ard PCT PCT 
Charge Over 1961 1983 Charge 
INCOME, PRODUCTION, EMPLOYMENT: 


GP at Current Prices $1,055,996 5.1  61,144,7227 = 23 
@® at Constant 1975 Prices @11,700 3.0 871,475V 1.4 
Anewal Per Capita (GP, 
Current Prices) (6) 6,896 4.4 9,619 2.1 
Plant and Equipment Investszent, 
Current Prices 156,136 0.1 163,617 = -1.1 
Indices: 
Industrial Production (Mfg) 
100) 101.3 0.3 101.68 -0.5 
Labor Productivity (Mfg) 

(1980= 100) 103.4 105.0/ 1.1 
Industrial Wage (Mfg) (1980"100) 110.7 113.8% 5.0 
Labor Force (Mil.) 57.7 58. 2.2 
Unemployment Rate (%) 2.35 2.685/ - 


MONEY AND PRICES: 
y ‘and CD) 
(Average Outstanding) 941,344 1,043,097D/ 7.6 
Bank of Japan Com. Dis. Rate (%) 
(End of Year /Month) 5.5 5.5/ -« 

Call Rate (Uncond), Central Rate, 

Average (8) 6.9 6.sc/ + 
Coml. Bank Avg. Loan Rate (%) 

(Erd of Year/Month) 71 7.1E/ 
Consumer Price Index (1960=100) 107.7 2.7 108.8D/  - 
Wholesale Prices Index (1960=100) 103.2 1.8 101.5D/ -1.1 


23,262 - 24, 4842/ 
203,006 = Bt) 
6,850 = 16,94 = 
18,079 - 29, 2866/ 
137,663 -7.9 142,5080/ 3.5 


Exports Share to U.S., 
Custom Cleararce Basis, FOB (%) 26.4 - 27.26/ “ 
Imports (IMF Basis) 119, 584 -7.7 113,2226/ -5,3 
Imports Share to U.S., 

Custom Clearance Basis, CIF (%) 20.2 - 20.6¢/ - 


e: ¢ ures r 
ard trade figures 
B/ Jan-Apr, 1963 Average, SA have been all rounied after 
C/ Jan-May, 1963 Average being converted from at the 
D/ Jan-Apr, 1963 Average following rates: 
E/ As of May 31, 1963 1982: 25061 & 1963: 236-1 
F/ As of June, 1963 (SA) 
G/ Jan-June, 1963 (SAAR) percentage 
not match absolute figures 
because of exchange rate 
wariations which are based on 
local currency amounts. 
Payment and trade figures 
were converted at the rate 


MAIN IMPORTS FROM U.S.: (Value shown in $1,000, CIF, Source: 
= Ministry of Pinarce) 


aes 1983 
pre nary a 
Foodstuffs $2, 390, 749 
Chenicals 1, 530, 866 
Coal 667,193 
Wood 595,621 


Soy Beans 619, 713 
Office Machinery 359,525 


Aircraft 672,918 


MAIN EXPORTS TO U.S.: (Value shown in $1,000, FOB Source: 
—_—_—_—_—— Ministry of Pinarce) 


Motor Vehicles $11, 036,311 $5,972,412 
Iron & Steel Products 2,806,628 872,002 
Scientific & Optical Equipment 1, 792,624 911,821 
Tape Recorders 938, 508 
Office Machinery 1, 133, 176 
Motor Cycles 469,446 
Chenicals 534,117 





SUMMARY 


The recent economic performance of Japan compares favorably with 
that of other industrialized countries. Japan's Economic 
Planning Agency projected in December of last year real GNP 
growth in Japanese Fiscal Year (JFY) 1983 (ending March 31, 1984) 
at 3.4 percent, consumer price inflation at 3.3 percent, and 
trade and current account balances comfortably in the black. 

More recent private forecasts of JFY 1983 real GNP growth average 
about the same three percent plus level, but expect even lower 
inflation. Private forecasters uniformly expect larger trade and 
current account surpluses in JFY 1983 than that projected in the 
official government outlook. 


Worldwide recession, though, has affected Japan, too. Japan's 
unemployment rate rose last year and was about 2.8 percent 
through the first half of 1983. While low compared with most 
countries, it is at the highest level in the 30-year-old 
statistical series. Though signs of a recovery in Japanese 
exports began to appear in early 1983, exports fell steadily 
through 1982. Most private forecasters expect export values to 
continue growing for the rest of 1983 and into next year. Though 
personal consumption expenditures enjoyed some recovery last 
year, the rate of growth has since apparently slowed, reflecting 
slower wage growth and an uncertain labor environment. Business 
investment turned weaker last year and surveys of investment 
intentions indicate still further weakness as the larger firms 
join smaller firms in holding up their investment plans until the 
prospects for the economy become clearer. The housing sector has 
been in a prolonged slump for a number of years. The Japanese 
Government has felt constrained in instituting economic policies 
aimed at increasing domestic economic growth. The need to defend 
the yen has limited the ability to reduce interest rates and the 
effort to reduce large government budget deficits has prevented a 
stimulative fiscal policy. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Japan's GNP grew 3.3 percent in real terms during JFY 1982 and 
the official Japanese Government forecast calls for further real 
growth in JFY 1983 of 3.4 percent. This economic performance 
compares favorably with that of other industrialized countries, 
but Japan's economy has not been immune from the effects of the 
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worldwide recession. The Government in its initial forecast at 
the time of JFY 1982 budget preparation predicted real GNP growth 
of 5.2 percent, so the actual performance represented a 
considerable reduction from earlier expectations. Real GNP 
growth in the first quarter of CY 1983 was down to 0.7 percent at 
a seasonally adjusted annual rate, so that most of the year's 
growth will come in later quarters. 


However, this slowdown in economic activity may have contributed 
to Japan's success in reducing inflation. Despite a declining 
exchange rate much of last year -- which would exert upward 
pressure on the cost of imported raw materials and fuels -- the 
rate of inflation declined in 1982 due to soft domestic demand 
and moderate wage advances. Prices at the consumer level 
increased only 2.7 percent in CY 1982, down from a 4.9 percent 
increase in 1981. The Government anticipates some pickup in the 
rate of inflation in JFY 1983, however, to 3.3 percent. 
Wholesale price increases also are expected to remain stable, 
declining to a 1.1 percent increase in JFY 1983 froma 1.6 
percent increase in JFY 1982, according to the Government's 
forecast. 


Net external demand has been the mainstay of Japanese economic 
growth during much of 1980 and 1981, but export growth 
decelerated sharply in the fall of 1981 and exports declined 
throughout 1982. Exports are expected to increase through 1983 
as foreign economies, particularly that of the United States, 


recover. With the retreat of a strong contribution to overall 
growth from external demand, growth in 1982 depended more on 
domestic demand, especially personal consumption and government 
investment. Very weak investment by small- and medium-si ze 
businesses has been a drag on overall corporate investment, and 
the housing industry has been in a slump for more than three 
years. Pe*sonal consumption enjoyed something of a recovery in 
1982, but most forecasters expect slower growth this year. 
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Faced with continuing economic weakness, the Japanese government 
included a package of fiscal measures to stimulate the economy in 
a supplemental JFY 1982 budget in December 1982, and the Cabinet 
approved another economic stimulus package on April 5 of this 
year. Authorities feel constrained from adopting a significantly 
more expansionary fiscal policy by a persistently large budget 
deficit (see below). Monetary policy appears to seek to permit 
sufficient expansion of monetary aggregates to support domestic 
economic growth while maintaining interest rates at levels higher 
than would be desirable from the standpoint of the domestic 
economy to protect the value of the yen. Yen weakness was a 
problem through much of 1982, with the yen reaching a low of 278.5 
yen to the dollar on October 29. The yen rapidly strengthened 
until January 1983, and has fluctuated in the 230-245 yen to the 
dollar range since then. 


EMPLOYMENT SITUATION 


Although Japan's low unemployment rate might be the envy of most 
other industrialized countries, it is, at the recent level of 
about 2.8 percent, the highest in the history of the 
thirty-year-old statistical series. Increasing concern has been 
expressed in Japan about the ability of certain categories of 
workers, such as older workers, recent female high school or 
junior college graduates, or residents of rural areas, to find 
employment. (As an indicator of economic activity, the Japanese 
unemployment rate is not directly comparable to the U.S. rate 


because in times of recession, large Japanese employers usually 
are slower to release employees who have been designated as part 
of their permanent workforce.) A sagging ratio of job offers to 
job seekers confirms the impression of generally soft labor market 
conditions and does not bode well for a siamificant improvement in 
the near future. 


EXTERNAL BALANCE 


Japan's surplus on its merchandise trade balance (customs basis) 
shrank last year on a sharp reduction in exports. Export value 
declined 8.7 percent in 1982 (in volume terms exports were down 
2.4 percent). However, exports rebounded in the first quarter of 
1983 and have continued to grow moderately since then. The 
decline in exports in the face of a cheaper yen was attributed to 
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weak demand because of poor economic performance overseas and 
foreign exchange constraints experienced by both oil-exporting and 
non-oil-exporting developing nations. Part of the explanation for 
the decline in exports can also be found in problems that have 
developed between Japan and its trading partners over the last 
year, which have resulted in either overt protectionist measures 
being taken against Japanese products or in “voluntary" restraints 
on many categories of exports that had been growing most rapidly. 


Imports were down 7.9 percent on a customs basis in 1982 compared 
with the previous year, largely the result of softening commodity 
prices (import volumes were off only 0.6 percent). A further 
decline in import prices is already apparent this year as the oil 
price reductions begin to show up in the import figures. As a 
result, most forecasters expect Japan's merchandise trade and 
current account surpluses to increase significantly in 1983, a 
matter of no Little concern to Japanese authorities, who worry 
about the potential this carries for increased trade friction. 

The Japanese Government's January 1983 forecast (i.e., prior to 
the latest oil price reductions) projected small expansions in the 
trade and current account surpluses in JFY 1983, to §20 billion 
and $9 billion, respectively. More recent private forecasts, 
however, project larger surpluses in JFY 1983, with the mid-point 
of the private forecasts implying a current account surplus in JFY 
1983 of 621 billion. In JFY 1982 the current account surplus was 
$9.1 billion. 


GOVERNMENT FINANCE 


On a percentage basis, relative to the budget or to the economy as 
a whole, the Japanese government budget deficit has from the 
mid-1970's to the present been much larger than that of the United 
States. The U.S. deficit is only now reaching the proportional 
level Japan has been running throughout the period. In compiling 
the budget, the Japanese Government divides bonds into two 
categories, those used to finance government investment spending, 
and the rest, so-called deficit-financing bonds. Prime Minister 
Nakasone made elimination of the issuance of these 
deficit-financing bonds without a major tax increase one of the 
central objectives of his administration, as did Nakasone's 
predecessor, former Prime Minister Suzuki. 
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To accomplish this objective, budget expenditure growth has been 
sharply. curtailed. Ceilings on ministerial budget requests 
allowed only 1.4 percent growth for JFY 1983, and it is estimated 
that even tighter guidelines will be implemented in the JFY 1984 
budget, which is now in the process of being compiled. However, 
slower economic growth has reduced tax revenués below expectations 
and, in spite of these strict restraints on spending, the deficit 
has remained in the range of 4 to 5 percent of GNP. Very strong 
pressures to contain budget expenditure growth are likely to mean 
the Government will feel constrained in its ability to respond to 
a sluggish economic recovery with a substantial fiscal stimulus. 


ECONOMIC OUTLOOK 


The official government forecast calls for 3.4 percent real GNP 
growth in JFY 1983, the same as the average of a number of recent 
private forecasts, which range from 3.0 to 4.2 percent. Growth is 
forecast to be slow through the first half of the fiscal year, 
strengthening with the expected recovery in exports as overseas 
economies recover, particularly in the United States. The greater 
part of the expected growth will come from domestic demand, mainly 
consumer spending, according to most forecasts. Recent revisions 
of private forecasts have raised somewhat projected consumer 
demand, mainly because low inflation will lead to real income 
growth higher than previously expected. Personal consumption 
growth is nevertheless generally expected to slow this year from 
1982. The official government forecast, approved by the Cabinet 
in January, projected consumer price inflation of 3.3 percent, but 
the more recent private forecasts have been for inflation of less 
than 3 percent, and in some cases less than 2 percent, in JFY 1983. 


Other sectors of domestic demand are not expected to be strong. 
The majority of private forecasts of housing investment is below 
the official government forecast of 2.6 percent real growth, 
although these were revised upward in many cases. Downward 
revisions of forecast real investment in plant and equipment 
result in private forecasts almost uniformly below the government 
forecast of a real 2.9 percent increase. 
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The contribution to real growth from the external sector is 
expected to be larger this year than last as growth in export 
volumes outpaces that of import volumes. Combined with the 
anticipated improvement in the terms of trade, due largely to oil 
price reductions, this leads to a significant improvement in the 
external accounts. Privately projected trade and current account 
balances call for JFY 1983 surpluses more than $10 billion larger 
than last year. 


As for prospects over the longer term, there is presently an 
active debate in Japan about whether the economy will remain at 
the 3-4 percent real GNP growth level of the last few years, or 
can return to the over 5 percent real growth rate achieved before 
the second oil crisis. Some are of the opinion that changes in 
the structure of the economy, such as the increasing importance of 
the service sector and reduced prospects for growth in 
international trade, mean that real growth will be stuck at a 
lower level, and government policies aimed at increasing growth to 
former levels would be useless. Others believe that the Japanese 
economy's growth potential has not changed, and failing to strive 
for real growth higher than 3-4 percent means lost opportunity. 
Either way, Japan's economic growth would compare favorably with 
that of most other industrialized countries. 


IMPLICATIONS FOR THE UNITED STATES 


The U.S. bilateral merchandise trade deficit with Japan amounted 
to $16.8 billion in 1982, and 1983's deficit will be §21-22 billion 
according to an estimate published in February by the U.S. 
Department of Commerce. Through June of 1983 the deficit was 
running at an annual rate of §18.4 billion. Although the factors 
behind the U.S. trade deficit with Japan are partly structural in 
nature, the imbalance has become a serious political issue in the 
United States, and therefore a matter of concern to Japan. While 
acknowledging that Japan has made some progress in removing formal 
barriers to trade such as tariffs and quotas, the U.S. Government 
has strongly urged that Japan take steps to remove remaining 
barriers and less visible practices that impede the access of U.S. 
firms to the Japanese market. Such measures should include 
simplifying procedures for importing goods into Japan and, most 
importantly, attempting to foster a more open attitude towards 
imports among Japanese business, the bureaucracy, and the 
consuming public. 
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In January and May 1982, and again in January 1983, the Japanese 
Government announced a series of measures intended to increase 
access to the Japanese market for foreign products. Although the 
U.S. Government welcomed these actions on the part of Japan, it is 
clear that the packages will not contribute to a reduction of 
trade friction between the two countries unless all the measures 
are promptly and fully implemented. 


In the same way, a review of Japan's standards and certifications 
systems, now underway, may Open new opportunities for exports to 
Japan, including for some businessmen who have been disappointed 
in the past. The implementing legislation for this review was 
passed by Japanese Diet in May, so some time will be required 
before changes appear at the point where businessmen encounter the 
standards and certifications system for their products. 


The effort by the United States and Japan to reduce irritants in 
their economic relationship has taken place on a number of 
different fronts. In May 1982, the United States and Japan 
reached agreement on a new civil aviation accord after years of 
difficult negotiations. The new agreement will expand market 
opportunities for airlines of both countries and will be of great 
benefit to both air travelers and businesses shipping their 
products by air. In April 1982, the two governments established 
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the U.S.-Japan Work Group on High Technology Industries to examine 
and recommend solutions to bilateral problems in high technology 
trade. By October of that year the Group submitted to both 
Governments a set of principles to govern trade in high technology 
products; the Group also put forth concrete recommendations to 
improve trade in this area. The U.S. and Japanese Cabinets 
endorsed the recommendations. The Group is currently monitoring 
implementation and developing specific measures to improve U.S. 
access to Japan's semiconductor market. Its longer-term work 
program will focus on computer hardware and software and 
telecommunications as well. 


The United States and Japan concluded an agreement in 1982 giving 
U.S. firms access to the $3.2 billion a year market for Nippon 
Telephone and Telegraph (NTT) procurement. In a few areas, NTT 
has gone beyond what it was required to do to assist U.S. 
businessess wishing to sell telecommunications equipment in 

Japan. Nevertheless, up to now the volume of successful sales has 
been disappointing. For information on the Japanese market, 
including details on NTT and Japanese government procurement 
opportunities, contact the Office of Japan, Room 2318, Department 
of Commerce, Washington D.C., tel. (202) 377-4383. 


Two other organizations also can be of help to U.S. businesses in 
their efforts to increase sales to Japan. The Trade Facilitation 
Committee (TFC) can assist U.S. firms experiencing difficulties 
marketing their product in Japan due to market access 
restrictions. For further information on the TFC, contact the 
Office of Japan, at the same address (tel. 202-377-4527). In 
addition, the Office of Trade Ombudsman (OTO) was established by 
the Japanese Government to receive complaints about Japanese trade 
impediments. Any one of the Japan Trade Centers operated by the 
Japan External Trade Organization (JETRO) in New York, Chicago, 
Houston, Los Angeles, San Francisco and Puerto Rico can forward 
complaints to OTO. 


To market successfully in the lucrative Japanese market, American 
suppliers of manufactured goods must tailor their strategies to 
the distinctive characteristics of the Japanese market. Japanese 
end-users remain highly selective. They demand high quality, 
innovative features, and modern technology, as well as supplier 
reliability and commitment. For many industrial goods, price is 
relatively less important unless the differential is substantial. 
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MANY PRODUCT AREAS OFFER SUBSTANTIAL PROSPECTS TO EXPORTERS 


U.S. sales of raw materials can be expected to continue to benefit 
from reasonably steady demand in the Japanese market during the 
1980's. As Japan converts to nonpetroleum energy sources, coal in 
particular should be in demand by Japanese industry, although 


demand currently is down because of the slackened pace of economic 
growth. 


U.S. agricultural exports to Japan suffered an unprecedented drop 
of about $1 billion according to U.S. export data. A 10 percent 
fall in average unit value and an 8 percent decline in volume 
combined to make 1982 the first year U.S. agricultural exports to 
Japan have declined since 1975. Imports of U.S. corn and grain 
sorghum accounted for most of the reduction in volume and value 
because of lower U.S. prices and competition from South African 
corn and Argentine sorghun. 


Total imports of U.S. agricultural products by Japan in 1983 
probably will not exceed the 1982 level as gains in purchases in 
U.S. soybeans and corn will be offset by a slip in imports of 
other U.S. commodities such as cotton, tobacco, and sorghum. Weak 
prices for many key U.S. commodities and a continued strong yen 
also dampen 1983 agricultural trade prospects. 


Best export sales prospects for U.S suppliers in the medium term 
include office machinery and computers, electronic components, 
medical equipment, telecommunications equipment, analytical 
instruments, sporting goods, construction equipment, avionics, 
inorganic chemicals, bituminous coal, meat, new-to-market grocery 
products, health foods, and fish. 


Although the Japanese market for these products certainly exists, 
in many instances government trade and industrial policies, 
working in concert with private business practices, make it 
difficult for U.S. suppliers to fully develop these opportunities. 


SERVICES ARE AVAILABLE TO ASSIST U.S. EXPORTS 


Japan's multilayered distribution system differs in several 
important respects from marketing practices common in the United 
States and other countries. Penetration of this market 
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deserves special attention by U.S. exporters. Companies not 
familiar with Japan may wish to take advantage of the various 
export business information and introduction services available 


from the U.S. Department of Commerce and the U.S. Embassy and 
Trade Center in Tokyo. 


As for trade promotion events in Japan, the U.S. Trade Center 
(Export Development Office in Tokyo will organize the following 
shows and exhibitions during the remainder of this year and 
through the end of September 1984: 


OFFICE AUTOMATION USA EXHIBITION USTC Tokyo SEP 19 22 
AMDO Osaka SEP 28 29 


JAPAN PACK ‘83* Harumi Intl. Fairground, Tokyo OCT 6 10 


20th JEMIMA INTL. EXHIBITION U.S. pavilion Harumi 
Intl. Fairgound, Tokyo OocT 17 21 


INTELEC CONFERENCE AND EXHIBITION 
Pacific Hotel Tokyo OcT 18 21 


U.S. FISH TRADE MISSION Tokyo, Sapporo NOVEMBER 


SPECIALIZED TRADE MISSION Tokyo, Nagoya, Osaka, JAN 19 
(Plastic Materials & Resins) 


OTEXA SOLO EXHIBITION USTC/MIPRO FEB 


SPECIALIZED TRADE MISSION Tokyo MAR 
(Printing & Graphic Arts) 


U.S. PAVILLION IN INT'L KNITTING MATERIAL FAIR 
MIPRO 26 


SEMINAR MISSION Sapporo, Tokyo, Osaka, Fukuoka 20 
(Biotechnology ) 


CAD/CAM USTC 14 18 
AMDO 24 25 


TELECOMMUNICATIONS SHOW USTC JUN 25 29 
AMDO JUL 5 6 


LABORATORY AUTOMATION SHOW USTC SEP 17 - 21 
AMDO SEP 24 - 25 


Note: Above information is subject to change without notice. 
* U.S. Export Information Booth 


For further information, call (202) 377-3896 or 377-4383. 





INVESTING IN JAPAN 


The American Chamber of Commerce in Japan (ACCJ) in 1981 sponsored 
a study by a major U.S. research firm of Japan's current and 
prospective investment climate. Interested companies should write 


tos 


Investment Committee, ACCJ 
Tosho Building, Room 701 
3-2-2 Marunouchi, Chiyoda-Ku 
Tokyo, 100, Japan 


White papers prepared by U.S. Business people offering advice on 
trade and investment in Japan are also available. 


* U.S. GOVERNMENT PRINTING OFFICE: 1984- 421-007:576 
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